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FEDERAL HOME LOAN BANK BOARD
A crackdown on savings and loan associations that have been manipulating their ac­
counting of gains and losses to conceal their financial status was approved re­
cently by the bank board. The FHLBB has amended its regulations to clarify that 
an S&L which sells mortgages and other mortgage-related securities then purchases 
others must deduct the loss from the sale of the old mortgages and amortize the 
gain from the purchase of the new mortgage over a matching time period. According 
to S&L industry officials, some institutions were artificially increasing their 
earnings by selling off their old loans and taking the resulting loss immediately. 
The money the institutions received was then used to buy other mortgages, the 
gains from which could be amortized over a longer time. The amended regulation 
is retroactive to 9/30/81, although the bank board will accept comments through 
3/5/82.
A d d i t i o n a l  1y, the board has liberalized its accounting regulation on the 
sale of real estate and changed its amortization period for loan premiums, 
discounts and deferred acquisition credits. The deferral and amortization period 
for premiums, discounts and credits on loans was defined as the lesser of the re­
maining term to maturity or 10 years. This regulation has been made retroactive 
to 12/31/81.
OFFICE OF MANAGEMENT AND BUDGET
A revision to CMB Circular A-120, which would tighten considerably the federal 
government’s use of consultants, was recently proposed for comment by OMB’s 
Office of Federal Procurement Policy (see the 1/11/82 Fed. Reg., pp. 1198-99). 
Circular A-120, published 4/14/80, established policy and guidelines for execu­
tive agencies regarding the use of consultants. Through a memorandum from the 
OMB Director, each executive agency was required to develop a management plan 
for controlling use of consulting services under the provisions of the Circular. 
This proposed revision revises certain sections of Circular A-120 and establishes 
additional policy and guidelines to be followed in determining and controlling 
the appropriate acquisition, management and use of consulting services. The 
proposed changes include measures to increase competition in consulting contract 
awards, as well as to distinguish the types of activities that must be performed 
"in house" by government personnel and other activities which may be contracted 
out. The proposed revision also strictly prohibits personal service contracts 
and requires that unsolicited proposals not be awarded on a sole source basis, 
but must be announced in the "Commerce Business Daily."
In a related action, the OFPP has requested public comment on a proposed 
bulletin relating to controls over certain management and professional services, 
special studies and analyses, and management and support services for R&D acti­
vities. Comments on both the proposed revision to Circular A-120 and the proposed 
bulletin are requested by 1/10/82. For additional information on both itons con­
tact Fred Dietrich at 202/395-6810.
An additional segment of the draft Federal Acquisition Regulation is available for
comment, according to a recent release from the OMB Office of Federal Procurement
Policy (see the 1/13/82 Fed. Reg., p. 1400). This segment contains Part 13, Small 
Purchase and Other Simplified Purchase Procedures, and Part 17, Special Contracting 
Methods. Part 13 deals with acquisition of supplies, nonpersonal services and 
construction from commercial sources in amounts less than $10,000. Part 17 deals 
with management and operating contracts. Comments are requested by 3/3/82. For 
additional information contact William Maraist at 202/395-3300.
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SECURITIES AND EXCHANGE COMMISSION
Public comment is requested on revised procedures for processing post-effective
amendments filed by separate accounts of insurance companies (see SBC release
33-6376). Among the procedures being revised are the following: 1) Rule 466 
under which most post-effective amendments to registration statements filed by 
insurance company separate accounts registered under the Investment Act of 
1940 would become effective automatically, without affirmative action on the 
part of the staff; 2) an amendment to Rule 465 to permit investment company re­
gistrants to designate an effective date between the 60th and 80th day after 
filing; and, 3) related amendments for open-end management investment companies 
and unit investment trusts.
Additionally, the Commission is seeking comments on questions relating to 
the inclusion of policy holder ratings assigned to insurance companies by nation­
ally recognized rating organizations in the registration statements filed by in­
surance company separate accounts. Comments are requested by 3/15/82. For addi­
tional information contact Kathleen Jackson at 202/272-2115.
Public comment on the procedural rules implementing the Equal Access to Justice
Act is being requested by the Commission (see SEC release No. 33-6368). The
10/1/81 Act provides for the award of attorney fees and other expenses to cer­
tain parties who prevail over the federal government in certain administrative 
and court proceedings. The Act directs agencies to establish procedures for 
the award of fees in their administrative proceedings, after consultation with 
the Chair-man of the Administrative Conference. Significant differences between 
the Commission's procedures and the model regulations established by the Ad­
ministrative Conference are as follows. The Commission does not believe the 
Act authorizes an agency to award fees against another agency or department of 
the government; the rulemaking on maximum rates for attorney fees which provides 
for raising the $75 per hour limit on fees has been omitted; and, the Commission 
opposes the provision in the model rules requiring fee award applicants to sub­
mit a detailed statement of their net worth. The procedural rules will be effec­
tive upon publication in the Federal Register. A review of the rules will be 
conducted in one year; comments received within that period will be considered 
by the Commission. For additional information contact Harlan W. Penn at 202/ 
272-2454.
Revisions intended to eliminate rules that are duplicative of generally accepted
accounting principles have recently been proposed by the Commission (see SEC
release 33-6374). The proposal seeks to amend Article 6 of Regulation S-K, 
which is applicable to financial statements filed by registered investment com­
panies. Additionally, the amendments are intended to integrate and simplify the 
rules to improve financial reporting, and to effect changes which recognize 
current industry practices. The Commission has also proposed similar revisions 
to financial statement requirements for employee stock purchase, savings and sim 
ilar plans. For additional information contact Clarence Staubs at 202/272-2133.
TREASURY, DEPARTMENT OF
The basic elements of a plan to reorganize the IRS may be in place by 3/1/82,
according to IRS Commissioner Roscoe Egger, who spoke on 1/11/82, before the
Commissioner's Advisory Group in Washington, D.C. The Treasury Department 
recently approved a plan that will make changes to the IRS national office, 
including moving the Technical Division and the Appeals Division to the Chief 
Counsel's office. A decision is yet to be made on how much layering there will 
be under the new assistant commissioner positions that have been created through
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the elevation of some of the division director slots. In an expanded chief 
counsel’s office, the plan calls for the creation of a full career deputy chief 
counsel who will be responsible for the day-to-day operation in the chief coun­
sel’s office and creation of two associate chief counsels, one for litigation 
and one for technical matters. A key change under the plan is that the chief 
counsel will be reporting directly to the commissioner on technical and appeals 
issues, but will continue to report to the general counsel of the Treasury on 
"legal services." According to Chief Counsel Kenneth Gideon, "independence will 
be maintained under this reorganization."
Federal income tax forms for 1981 that cannot be delivered as addressed will not
be forwarded outside a local postal area, according to IRS press release IR-82-6.
The new policy of not forwarding tax return forms will also apply to all future 
mailing forms. Taxpayers may obtain forms from libraries, banks, post offices,
IRS offices or by calling the IRS. Additionally, the IRS notified taxpayers 
that all unpaid and partially paid mail will be returned to the sender, since 
the IRS cannot pay postage on incoming mail.
The tax status of "deep discount" industrial development bonds is under study by the 
IRS, according to a recent release IR-82-1. The IRS is studying the tax status 
of the bonds under section 103 of the IRC, including situations where industrial 
development bonds are issued carrying no stated interest rate or a stated interest 
significantly below the prevailing rate. The IRS said it expects to announce 
the conclusions of its study by publication of a revenue ruling or proposed regu­
lations in the near future. For additional information contact the IRS at 202/ 
566-4024.
Credits against the federal unemployment tax will be subject to a reduction of 0.6
percent of the wages paid by employers during 1981, according to IRS Rev. Proc.
82-1. The reductions in employer's FUTA credit will only affect persons in the 
Commonwealth of Puerto Rico, the District of Columbia, the Virgin Islands, Dela­
ware, Illinois, Maine, New Jersey, Pennsylvania, Rhode Island and Vermont. For 
the state of Connecticut, the credit reduction will take effect in the amount 
of 0.7 percent.
For additional information, please contact Jim Kovakas, Gina Rosasco, 
Nick Nichols or Kathee Baker at 202/872-8190.
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